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$Q LQWHUHVWLQJ TXHVWLRQ LV ZKHWKHU FRXQWLQJ WKH YDOXH RI D IUHH SDUNLQJ SODFH SURYLGHG E\
HPSOR\HUVDVSDUWRIWD[DEOHLQFRPHZRXOGKDYHQRWLFHDEOHHIIHFWVRQFRPPXWLQJEHKDYLRXU,W
DSSHDUV WKDW LQ KLJKGHQVLW\ DUHDV WKH YDOXH RI D SDUNLQJ VSDFH LV LQGHHG VXEVWDQWLDO ,I ZH
DVVXPHWKDWWKHFRVWVRISURYLGLQJDQXQGHUJURXQGSDUNLQJSODFHZRXOGEHDERXWHXURV
WKH DGGLWLRQ WR DQQXDO LQFRPH PLJKW EH DERXW  HXURV ZKLFK ZRXOG PHDQ WKDW ZLWK D
PDUJLQDOLQFRPHWD[RIDERXWQHWLQFRPHZRXOGGHFUHDVHE\DERXWHXURVSHU\HDU
ZKLFKLVVLJQLILFDQW+RZHYHUIRUWKHODUJHPDMRULW\RIFRPPXWHUVRQHZRXOGILQGPXFKORZHU
YDOXHVRISDUNLQJVSDFHVRWKDWFRXQWLQJWKHPDVLQFRPHZRXOGKDYHQHJOLJLEOHHIIHFWVRQWUDYHO
EHKDYLRXU*LYHQWKHYHU\ORFDOVSHFLILFDVSHFWVRIYDOXLQJSDUNLQJSODFHVRQHFDQXQGHUVWDQG
ZK\WKHQDWLRQDO0LQLVWU\RI)LQDQFHKDVWRGDWHEHHQUHOXFWDQWWREULQJIUHHSDUNLQJVSDFHXQGHU
WKHXPEUHOODRIWKHLQFRPHWD[
7KHSULFLQJRISDUNLQJLVVRPHWLPHVDGYRFDWHGDVD VHFRQGEHVWSROLF\IRUURDGSULFLQJ,IIRU
VRPHUHDVRQWKHGLUHFWVROXWLRQRIURDGSULFLQJLVQRWSRVVLEOHRQHPD\FKDUJHURDGXVHUVLQ
DQLQGLUHFWZD\YLDSDUNLQJ+RZHYHULWLVRQO\DUDWKHUFUXGHSULFLQJPHDVXUHVLQFHD
SDUNLQJFKDUJHGRHVQRWGLIIHUHQWLDWHDFFRUGLQJWRWKHRULJLQRIWKHWULSLWPD\EHFKDUJHGWR
FDUGULYHUVZKRGLGQRWFRQWULEXWHWRFRQJHVWLRQ$GGLWLRQDOSUREOHPVDUHWKDWDSDUNLQJ
FKDUJHGRHVQRWDGGUHVVWKURXJKWUDIILF*OD]HUDQG1LVNDQHQDQGWKDWVRPHRIWKH
FDUVWKDWDUHLQYROYHGLQFRQJHVWLRQZLOOSDUNRQSULYDWHSDUNLQJSODFHV+HQFHWKHSULFLQJRI
SDUNLQJSODFHVLVLQJHQHUDODUDWKHULQHIIHFWLYHZD\WRDGGUHVVFRQJHVWLRQSUREOHPV
:HFRQFOXGHWKDWLQWKH1HWKHUODQGVWKHLQWURGXFWLRQRISULFLQJKDVSURFHHGHGIXUWKHUZLWK
SDUNLQJWKDQZLWKGULYLQJ7KLVLVSUREDEO\GXHWRWKHIDFWWKDWSDUNLQJFKDUJHVFDQHDVLO\EH
LPSOHPHQWHGLQDJUDGXDOZD\VRWKDWFLWL]HQVJHWXVHGWRWKHPZKHUHDVURDGFKDUJLQJ
SURJUDPPHVZHUHFRQFHLYHGDVODUJHVFDOHKLJKWHFKLQLWLDWLYHVWKDWFDQQRWHDVLO\EHWHVWHGDW
DVPDOOHUVFDOH7KHORZWHFKFKDUDFWHURISDUNLQJFKDUJHVDQGWKHDYDLODELOLW\RIDOWHUQDWLYHV
SDUNLQJIDFLOLWLHVVRPHZKDWIXUWKHUDZD\ZLOODOVRKDYHPDGHWKHLUDFFHSWDQFHHDVLHU

 3XEOLF7UDQVSRUWDSOXVIRUWKHHQYLURQPHQW"
7KHVKDUHRISXEOLFWUDQVSRUWLVUDWKHUORZLQWKH1HWKHUODQGVDERXWRIWKHWRWDOGLVWDQFH
WUDYHOOHGDERXWKDOIRIZKLFKLVRQWKHQDWLRQDOUDLOZD\V2QHLPSRUWDQWUHDVRQIRUWKHORZ
VKDUHRISXEOLFWUDQVSRUWLVWKDWF\FOLQJLVDYHU\SRSXODUDQGYLDEOHDOWHUQDWLYHVHHDOVR
6HFWLRQ8UEDQSXEOLFWUDQVSRUWUHFHLYHVVXEVWDQWLDOVXEVLGLHVIURPWKHSXEOLFVHFWRUWKH
VKDUHRIVXEVLGLHVLQWRWDOUHFHLSWVYDULHVEHWZHHQDQG7KHUHDUHVHYHUDOJRRG
UHDVRQVZK\WKHJRYHUQPHQWVKRXOGVXSSRUWSXEOLFWUDQVSRUWLQXUEDQDUHDV)LUVWJLYHQ
DYHUDJHRFFXSDQF\UDWHVSXEOLFWUDQVSRUWLVPRUHHQYLURQPHQWDOO\IULHQGO\WKDQSULYDWH
WUDQVSRUW6HFRQGSXEOLFWUDQVSRUWKHOSVWRPLWLJDWHFRQJHVWLRQRQWKHURDGVRWKDWFLWLHV
UHPDLQDFFHVVLEOH$QGIXUWKHULWPD\KHOSWRUHGXFHVRFLDOH[FOXVLRQRIKDQGLFDSSHGDQG
HOGHUO\UHVLGHQWV$ILQDOUHDVRQFRQFHUQVWKHDUJXPHQWWKDWH[WUDWUDYHOOHUVLQSXEOLFWUDQVSRUW
MXVWLI\WKHSURYLVLRQRIJUHDWHUVHUYLFHIUHTXHQF\ZKLFKORZHUVH[SHFWHGZDLWLQJWLPHVDVZHOO
DVWKHFRVWVRIHDUO\DQGODWHDUULYDOIRUDOOWUDYHOOHUV7KLVLVWKHZHOONQRZQ0RKULQJHIIHFW
DVLWLVDQH[DPSOHRIDSRVLWLYHH[WHUQDOLW\WKDWFDQEHXVHGWRDUJXHLQIDYRXURISXEOLF
WUDQVSRUWVXEVLGLHV0RKULQJ
)URPDQHFRQRPLFSHUVSHFWLYHKRZHYHUVRPHRIWKHVHUHDVRQVIRUVXEVLGLVLQJSXEOLF
WUDQVSRUWDUHQRWHQWLUHO\FRQYLQFLQJ)LUVWFRQVLGHUWKHHQYLURQPHQWDODUJXPHQW$SXEOLF
WUDQVSRUWVXEVLG\LVHVVHQWLDOO\DVHFRQGEHVWDSSURDFKWRDILUVWEHVWSROLF\WKDWH[SOLFLWO\
DGGUHVVHVWKHQHJDWLYHH[WHUQDOLWLHVRIWKHSULYDWHFDU6XFKDILUVWEHVWSROLF\ZRXOGQRWRQO\
GLVFRXUDJHFDUXVHLQJHQHUDODQGDWSODFHVZLWKKLJKQXLVDQFHOHYHOVLQSDUWLFXODUEXWLW
ZRXOGDOVRVWLPXODWHURDGXVHUVWRFKRRVHFDUVZLWKDIDYRXUDEOHHQYLURQPHQWDOSHUIRUPDQFH
:LWKDVHFRQGEHVWVXEVLG\DSSURDFKWKHIDYRXUDEOHHIIHFWRQWHFKQRORJ\FKRLFHLVORVW
&RQFHUQLQJWKHOHYHORIFDUXVHDVHFRQGEHVWDSSURDFKLVRQO\DWWUDFWLYHZKHQWKHUHLVD
KLJKGHJUHHRIVXEVWLWXWDELOLW\EHWZHHQFDUXVHDQGSXEOLFWUDQVSRUWDQGORZSXEOLF
WUDQVSRUWIDUHVGRQRWDWWUDFWPDQ\QHZWUDYHOOHUVRUDOWHUQDWLYHVIURPRWKHUPRGHV+RZHYHU
LQWKHFDVHRIWKH1HWKHUODQGVWKHVHFRQGLWLRQVDUHQRWPHW,WDSSHDUVWKDWGHPDQGIRUSXEOLF

WUDQVSRUWKDVDUDWKHUKLJKHODVWLFLW\ZLWKUHVSHFWWRIDUHVEXWWKDWWKLVLVQRWSULPDULO\EHFDXVH
RIDPRGDOVKLIWEHWZHHQFDUDQGSXEOLFWUDQVSRUW&KHDSHUSXEOLFWUDQVSRUWLQGXFHVPDQ\
FXUUHQWXVHUVWRXVHLWPRUHH[WHQVLYHO\E\PDNLQJPRUHDQGORQJHUWULSVEXWWKHPRGDO
FKDQJHEHWZHHQFDUDQGSXEOLFWUDQVSRUWLVOLPLWHG7KXVSXEOLFWUDQVSRUWVXEVLGLHVDUHD
UDWKHULQHIILFLHQWZD\WRUHGXFHWKHHQYLURQPHQWDOH[WHUQDOLWLHVRIFDUXVH
$QH[DPSOHRIWKHVXEVWLWXWLRQEHWZHHQFDUDQGWUDLQLVSURYLGHGLQ9DQ:HHDQG5LHWYHOG
*LYHQHVWLPDWHVRIRZQDQGFURVVSULFHHODVWLFLWLHVLWDSSHDUVWKDWFKHDSHUWUDLQ
WLFNHWVWKDWUHGXFHFDUXVHE\RQHFDUSDVVHQJHUNPZLOOLQGXFHDQLQFUHDVHRIQROHVVWKDQ
WUDLQSDVVHQJHUNPV(YHQIURPWKHSHUVSHFWLYHRIHQYLURQPHQWDOHIIHFWVWKLVLVQRWIDYRXUDEOH
VLQFHRQWKHEDVLVRIDYHUDJHHPLVVLRQVSHUSDVVHQJHUWKHUHGXFWLRQLQFDUHPLVVLRQLVPRUH
WKDQRIIVHWE\DQLQFUHDVHLQWUDLQHPLVVLRQV
$QH[WUHPHH[DPSOHRIVXEVLGLVHGWUDQVSRUWFDQEHREVHUYHGLQWKHFLW\RI+DVVHOWMXVWDFURVV
WKHERUGHULQ%HOJLXP+HUHWKHPXQLFLSDOLW\GHFLGHGWRLQWURGXFHIUHHSXEOLFWUDQVSRUWIRULWV
EXVVHUYLFHV7KHHIIHFWLVLQGHHGDVPD\EHH[SHFWHGDFFRUGLQJWRRIWKHDERYHDUJXPHQWV
9HHQHPDQFDUXVHGHFOLQHGRQO\PDUJLQDOO\DQGEXVXVHPRUHWKDQGRXEOHG
*LYHQWKHVHUHVXOWVRQHPD\ZRQGHUZK\SROLFLHVDUHVRVWURQJO\RULHQWHGWRZDUGVWKH
VWLPXODWLRQRISXEOLFWUDQVSRUW$ILUVWUHDVRQLVWKDWWKHHQYLURQPHQWDOSHUIRUPDQFHRISXEOLF
WUDQVSRUWVHHPVWREHRYHUUDWHG*LYHQWKHUDWKHUORZRFFXSDQF\UDWHVLQSXEOLFWUDQVSRUWWKH
HPLVVLRQVSHUSDVVHQJHUDUHKLJKHUWKDQWHFKQLFDOO\IHDVLEOH6HFRQGWKHUHLVDFOHDU
PLVSHUFHSWLRQDPRQJSROLF\PDNHUVDQGWKHJHQHUDOSXEOLFFRQFHUQLQJWKHGHJUHHRI
VXEVWLWXWDELOLW\EHWZHHQFDUDQGSXEOLFWUDQVSRUW7KLUGZKLOHHTXLW\LVVXHVPD\EHDFRUUHFW
UHDVRQIRUJRYHUQPHQWVXEVLGLHVWKHTXHVWLRQUHPDLQVZKHWKHUWKHSUHVHQWVXEVLG\V\VWHPLV
WKHEHVWZD\WRDGGUHVVLW0RUHIRFXVVHGLQFRPHVXSSRUWRUXVHUVLGHVXEVLGLHVPLJKWZHOOEH
FRQVLGHUHGIRUWKLVSXUSRVH

 &\FOLQJEHORZVHDOHYHO
$SDSHURQXUEDQWUDQVSRUWSROLF\LQWKH1HWKHUODQGVFDQQRWEHFRPSOHWHZLWKRXWDGLVFXVVLRQ
RIWKHELF\FOHZKLFK±DIWHUWKHWXOLSVWKHZLQGPLOOVDQGWKHZRRGHQVKRHVKDVEHFRPHRQH
RIWKHPDMRUV\PEROVRIWKHFRXQWU\DQGZLWKJRRGUHDVRQ7KHELF\FOHKDVEHHQD
VXUSULVLQJO\UREXVWWUDQVSRUWPRGHLQWKLVFRXQWU\GXULQJWKHODVWFHQWXU\:KHUHPDQ\
(XURSHDQFLWLHVKDGKLJKELF\FOHVKDUHVGXULQJWKHILUVWSDUWRIWKH WK FHQWXU\ODWHUWKHVH
VKDUHVGURSSHGWRORZOHYHOVEHORZRIDOOWULSVLQPRVWFRXQWULHVZKHUHDVLQWKH
1HWKHUODQGVELF\FOHXVHKDVUHPDLQHGDWDKLJKOHYHORIDERXWRIDOOWULSVZLWKLQDUDQJH
RINP7KHUHDUHPHGLXPVL]HGPXQLFLSDOLWLHVZLWKELF\FOHVKDUHVFORVHWRRIDOOWULSV
ZLWKLQWKLVGLVWDQFHUDQJH7KHDYHUDJHQXPEHURIELF\FOHWULSVSHUSHUVRQSHUGD\LVYHU\
FORVHWRLPSO\LQJWKDWRQDYHUDJHKDOIRIWKHSRSXODWLRQRIWKHFRXQWU\PDNHVDUHWXUQ
F\FOHWULSSHUGD\
2EYLRXVIDFWRUVWKDWVWLPXODWHF\FOLQJLQWKH1HWKHUODQGVDUHWKHFRXQWU\¶VSK\VLFDO
FRQGLWLRQVVXFKDVDPLOGFOLPDWHDQGDIODWVXUIDFH%XWLQPDQ\FLWLHVLQRWKHUFRXQWULHVZLWK
VLPLODUFRQGLWLRQVWKLVKDVQRWOHGWRVLPLODUF\FOLQJSDWWHUQVDQGLQ'XWFKFLWLHVWKDWKDSSHQ
WREHKLOO\IRXQGLQWKH6RXWK(DVWHUQSDUWRIWKHFRXQWU\WKHVKDUHRIF\FOLQJLVVWLOODERXW
7KXVWKHUHPXVWEHRWKHUIDFWRUVDWSOD\LQFOXGLQJFXOWXUDORQHVPLJUDQWVIURPIRUHLJQ
FRXQWULHVDQGWKHLUFKLOGUHQWHQGWRF\FOHPXFKOHVVWKDQQDWLYH'XWFKUHVLGHQWV%XWLWLVQRW
FXOWXUHDORQHWKDWPDWWHUV/LWWOHFDQEHDFKLHYHGZLWKRXWWKHORQJUXQFRPPLWPHQWRI
PXQLFLSDOLWLHVWRGHYHORSDQGPDLQWDLQDGHTXDWHELF\FOHQHWZRUNVDQGIDFLOLWLHVVHH5LHWYHOG
DQG'DQLHO
$OWKRXJKIURPDQLQWHUQDWLRQDOSHUVSHFWLYHWKHLQIUDVWUXFWXUHLVDGHTXDWHIRU'XWFKF\FOLVWV
WKHUHDSSHDUWREHVXEVWDQWLDOGLIIHUHQFHVEHWZHHQPXQLFLSDOLWLHVLQWKHLUSROLFLHVZLWKUHVSHFW
WRF\FOLVWV7KHVHGLIIHUHQFHVFRQFHUQDPRQJRWKHUWKLQJVWKHPDLQWHQDQFHRIF\FOLQJODQHV

SULRULW\UXOHVDWFURVVLQJVDQGWKHGHWRXUVWKDWF\FOLVWVKDYHWRPDNH$QLQWHUHVWLQJH[DPSOH
LVWKHPXQLFLSDOLW\RI+RXWHQDQHZWRZQZLWKDERXWLQKDELWDQWVZLWKDELF\FOHVKDUH
RIDERXW+HUHF\FOLVWVDQGSHGHVWULDQVKDYHWKHLURZQGLUHFWURXWHVWRWKHFLW\FHQWUH
ZKLOHFDUVKDYHWRPDNHFRQVLGHUDEOHGHWRXUV,QDGGLWLRQSDUNLQJFKDUJHVDSSHDUWRLPSDFW
RQELF\FOHXVH7KHUHLVDFOHDUWHQGHQF\IRUWKHVKDUHRIWKHELF\FOHWREHORZHULQODUJHFLWLHV
WKDQHOVHZKHUH)RUH[DPSOHLQWKHIRXUELJJHVWFLWLHVLWLVDERXW6RPHIDFWRUVWKDWPD\
H[SODLQWKLVORZHUILJXUHDUHWKHKLJKVHUYLFHOHYHOVRISXEOLFWUDQVSRUWLQWKHVHFLWLHVWKHKLJK
VKDUHRIUHVLGHQWVRIIRUHLJQRULJLQZKRKDYHQRFXOWXUDOH[SHULHQFHRIF\FOLQJDQGWKHKLJK
ULVNRIWKHIWRIELF\FOHVLQWKHODUJHFLWLHV,WPD\ZHOOEHWKDWWKHULVNRIELF\FOHWKHIWDQGWKH
SHUFHSWLRQRIODFNRISXEOLFVDIHW\LQFLWLHVDUHWKHPDLQUHDVRQVZK\ORFDOUHVLGHQWVGRQRWWR
XVHWKHELF\FOHDVPXFKDVLQPRUHUXUDODUHDV7KLVZRXOGDOVRLPSO\WKDWPHDVXUHVWR
FRXQWHUWKHVHW\SHVRIµPLQRUFULPHV¶PD\EHPRUHHIIHFWLYHWRVWLPXODWHF\FOLQJWKDQSROLFLHV
LQWKHWUDQVSRUWGRPDLQLWVHOI
&RQFOXVLRQV
*LYHQWKHKLJKSRSXODWLRQGHQVLW\LQWKH1HWKHUODQGVPDUNHWIDLOXUHVDUHLPSRUWDQWDQGLWLV
WKHUHIRUHQRVXUSULVHWKDWWKHSXEOLFVHFWRUKDVEHHQKHDYLO\LQYROYHGLQXUEDQWUDQVSRUW7KH
VXFFHVVRIWKLVLQYROYHPHQWWRDGGUHVVWKHPDUNHWIDLOXUHLVPL[HG,QVRPHFDVHVVXFKDVWKH
XVHRIURDGSULFLQJWRPLWLJDWHFRQJHVWLRQH[WHUQDOLWLHVJRYHUQPHQWLQWHQWLRQVKDYHEHHQ
JRRGEXWWKHLUSODQVZHUHQHYHULPSOHPHQWHG$QGLQRWKHUFDVHVVXFKDVWKHVXEVLGLVDWLRQRI
SXEOLFWUDQVSRUWWRDYRLGSUREOHPVRIVRFLDOH[FOXVLRQWKHFRVWVIRUWKHWD[SD\HUDUH
VXEVWDQWLDO%XWSDUWLFXODUO\LQWKHILHOGRISDUNLQJSURYLVLRQVXEVWDQWLDOSURJUHVVKDVEHHQ
PDGHGXULQJWKHODVWGHFDGH
7KLVGHYHORSPHQWUXQVSDUDOOHOWRDJHQHUDOVKLIWIURPQDWLRQDOWRPXQLFLSDOLW\LQLWLDWLYHV,Q
WHUPVRIERWKHIIHFWLYHQHVVDQGVRFLDODQGSROLWLFDODFFHSWDELOLW\WKHPXQLFLSDOSROLFLHV
GHILQLWHO\VFRUHGEHWWHU2IVSHFLDOLPSRUWDQFHLQXUEDQDUHDVLVWKHSRVLWLRQRIQRQPRWRULVHG

WUDQVSRUWPRGHVSHGHVWULDQVDQGF\FOLVWV*LYHQWKHYXOQHUDELOLW\RIWKHVHWUDQVSRUWPRGHV
WKH\FDQQRWIXQFWLRQDGHTXDWHO\ZLWKRXWJRYHUQPHQWLQWHUYHQWLRQ&\FOLQJKDVEHHQD
VXUSULVLQJO\YLWDOHOHPHQWLQ'XWFKXUEDQWUDQVSRUWZKLFKLVWKHUHVXOWQRWRQO\RIWKH
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